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AN ACT concerni ng i nsurance.

Be it enacted by the People of the State of |Illinois,

represented in the General Assenbly:

Section 5. The |Illinois Insurance Code is anended by

addi ng Section 229.6 as foll ows:

(215 1LCS 5/229.6 new)

Sec. 229.6. Small face anpunt life insurance.

(a) The Legislature finds that it is in the best

interest of the citizens of the State to limt the anbunt of

premiuns collected for snmall face anount policies. Current

practi ces have often resulted in the collection of prem uns

many hundreds of percent in excess of the face anpunt of the

policy. This anendatory Act of the 93rd General Assenbly is

intended to establish the public policy of this State to

prohibit the collection of future insurance premuns at such

| evel s for specified policies issued on or after the

effective date of this anendatory Act.

This Section applies to all i ndi vi dual life insurance

policies with face ampunts of $20,000 or |ess issued or

delivered in this State on or after the effective date of

this anendatory Act of the 93rd General Assenbly.

No premuns on a specific policy may be coll ected by the

i nsurer, or any succeeding insurer in the event the policy is

assuned by another insurer, when premiuns collected, ninus

dividends paid in cash, will exceed 250% of the face anobunt

of the policy.

(b) The purpose of this Sectionis to establish rules

t hat ensure neani ngf ul information is provided to the

purchasers of snmall face anpunt policies.

"Smal| face amount policy" neans a life insurance policy

or certificate with an initial face anount of $20, 000 or
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(c) This Section applies to all group and individual

life insurance policies and certificates except:

(1) variable life insurance;

(2) individual and group annuity contracts;

(3) credit life insurance;

(4) group or individual policies of life insurance

i ssued to nenbers of an enpl oyer group or other permtted

group where:

(A every plan of coverage was sel ected by the

enpl oyer or other qgroup representative;

(B) sone portion of the premiumis paid by the

group or through payroll deduction; and

(C© aqgroup underwriting or simplified

underwriting i s used.

(d) An insurer issuing a snall face anpbunt policy shal

provide full and conmplete disclosure if, at any point in tine

over the termof the policy, the cunul ative prem uns paid nay

exceed the face anount of the policy at that point in tine.

The required disclosure shall be provided to the policy owner

or certificate holder no later than at the tine the policy or

certificate is delivered. The required disclosure shal

include notice of any applicable 10-day right of full refund

as provided by subsection (n) of Section 224 or subsection

(m of Section 229 of this Code. The disclosure shall not be

attached to the policy, but nmay be delivered with the policy.

|f, for a particular policy form the cunul ati ve pren uns

may exceed the face for sone denographic or benefit

conmbi nation but not for all conbinations, the insurer may

choose to either:

(1) qgive the disclosure only in those circunstances

in which the premuns wll exceed the face anount; or

(2) qgive the disclosure for all denographic and

benefit conbi nati ons.
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Cunul ative premuns shall include premuns paid for

riders. However, the face anpunt shall not include the

benefit attributable to the riders.

The insurer and its producers have a duty to provide

information to policyholders or certificate holders that ask

questi ons about the disclosure statenent.

(e) The Di rector has the authority to pronulgate

reasonable rules to admi ni ster and enforce this Section. The

rules pronulgated nmay include, but shall not be limted to,

establishing the fornmat for insurer disclosure notices.

Secti on 99. Effective date. This Act takes effect on

January 1, 2004.
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